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Overview

|: Student Debt 101

lI: Borrowing & Repaying Federal Loans
lIl: Wisconsin Student Debt Facts

I\VV: Policy Responses

Main goal: Help task force pinpoint student debt problems




Student Debt 101

« Why do students borrow?
* Where do they get loans?
* Who borrows?

* How much?
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Student Debt 101

« Why do students borrow?

Rising tuition & non-tuition expenses
Constrained family budgets

Low “purchasing power” of grants
ROI justifies debt
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Student Debt 101

* Where do they get loans?

Federal programs (via FAFSA)
State

Colleges

Banks & credit unions




Student Debt 101

Federal loan programs:

Undergraduate & graduate students
Parents of undergraduates
 Who borrows? Degree/certificate-seeking

At least enrolled part-time
Accredited & Title IV institution

U.S. citizens

https://studentaid.gov/understand-aid/types/loans/subsidized-unsubsidized
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https://studentaid.gov/understand-aid/types/loans/subsidized-unsubsidized

Student Debt 101

Federal loan programs:

Total outstanding: $1.5 trillion

US average: $35,397

US median”: $18,366

Varies by time enrolled

Annual & cumulative federal limits
Federal interest rates: 4.53% — 6.08%

* How much?

https://studentaid.gov/understand-aid/types/loans/interest-rates & https://studentaid.gov/data- 7
center/student/portfolio https://www.newyorkfed.org/microeconomics/hhdc
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https://studentaid.gov/understand-aid/types/loans/interest-rates
https://studentaid.gov/data-center/student/portfolio
https://www.newyorkfed.org/microeconomics/hhdc

Borrowing & Repaying Federal Loans

* Loan programs

* Repayment plans

» The “lifecycle” of loans

« Consequences of default




_——
I

Borrowing & Repaying Federal Loans

* Loan programs

Different loans for different students:
Undergrad (sub vs. unsub)
Parent PLUS
Grad (unsub)

Grad PLUS

Different benefits for different loans:
Interest rates
Borrowing limits
Repayment plans
Forgiveness
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Borrowing & Repaying Federal Loans

* Loan programs

Federal loan dollars disbursed in WI (2018-19)

B Undergrad (sub) = Undergrad (unsub) = Parent PLUS = Grad (unsub)  Grad PLUS

TAKEAWAY:

In WI, about 72¢ of every $1 in federal loans are
disbursed for undergraduate education.

Parents and graduate students account for a large
(and growing) share of debt.

https://studentaid.gov/data-center/student/title-iv 10



https://studentaid.gov/data-center/student/title-iv

_——
I

Borrowing & Repaying Federal Loans

Standard

Income-Based Repayment
Pay As You Earn (PAYE)
Repay As You Earn (REPAYE)
Graduated

Extended

* Repayment plans

Alternative

https://studentaid.gov/manage-loans/repayment/plans
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https://studentaid.gov/manage-loans/repayment/plans
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Borrowing & Repaying Federal Loans

Borrowers and balances by repayment plan

° Repayment plans B Standard Income-Driven Graduated/Extended Other
EEEEEEEN
HEEEEEEN

TAKEAWAY:

“Standard” plan is no longer the norm and a large
volume of federal debt is repaid via income-driven
plans.

https://studentaid.gov/data-center/student/portfolio
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https://studentaid.gov/data-center/student/portfolio
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Borrowing & Repaying Federal Loans

* The “lifecycle” of loans
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Borrowing & Repaying Federal Loans

« Consequences of default

After 90 days, servicer reports late
borrowers to credit agencies

After 270 more days, loan enters
default

Default can reduce credit rating,
wages can be garnished, and tax
benefits withheld

14



Wisconsin Student Debt Facts

Pre-College
College Enrollment
College Exit
Repayment

NP

TAKEAWAY:

There is no statewide postsecondary
administrative service agency
coordinating, managing, and
analyzing student loan data.

This makes it difficult to measure,
monitor, and ultimately fix student
loan problems.

The following data are from US
Department of Education &
consumer credit panels.
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Wisconsin Student Debt Facts

1. Pre-CoIIege High School FAFSA Filing Rates
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https://studentaid.gov/data-center/student/application-volume/fafsa-completion-high-school 16
https://sstar.wisc.edu/fafsa-completion-map/



https://studentaid.gov/data-center/student/application-volume/fafsa-completion-high-school
https://sstar.wisc.edu/fafsa-completion-map/

Wisconsin Student Debt Facts

1. Pre-College

MARSHFIELD HIGH
MARSHFIELD, WI

2019-20 Current FAFSA Completions:
2015-20 Estimated Current Filing Rate:
2018-19 Final Filing Rate:

150 ﬂ 164
142

_\l\ _g_ 1
%, (5
Aiv
N 2014-15  2015-16 2016-17 2017-18 20 1
TAKEAWAY:
WI has one of nation’s lowest FAFSA
filing rates, even within high-poverty
high schools.
Completing the form can help N
students pay for and enroll in college. /
https://studentaid.gov/data-center/student/application-volume/fafsa-completion-high-school 17

https://sstar.wisc.edu/fafsa-completion-map/



https://studentaid.gov/data-center/student/application-volume/fafsa-completion-high-school
https://sstar.wisc.edu/fafsa-completion-map/

Wisconsin Student Debt Facts

Total federal loan dollars disbursed (2019 dollars)

2. College Enrollment LI o s

WTCS

—®— Non-profit

For-profit
800,000,000 —

600,000,000 =

TAKEAWAY:
400,000,000 —
W] colleges disbursed $1.3 billion
federal loans last year.

Public colleges enroll 80% of WI 200,000,000 -
students and disburse 60% of total
debt.

| | | | |
2000 2005 2010 2015 2020
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https://studentaid.gov/data-center/student/title-iv

Wisconsin Student Debt Facts

Median debt of graduates

3. College Exit

g 8.
& <0000 ° 0
TAKEAWAY: :
215 000 o
Median debt at completion ranges Q? o ©
from $7,500 to $35,000. 09 o° ©
0 o @ o}
Share of students who borrow o ©
ranges from 10% to 100%.
Debt varies by degree program,
sector, region, and median is
slowing down over time. y B @ - .
Borrowing Rate
Yea
_____ o<
Source: U.S. Department of Education College Scorecard (2017-18) using pctfloan and grad_debt_mdn 19

https://collegescorecard.ed.gov/data/
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https://collegescorecard.ed.gov/data/

Wisconsin Student Debt Facts

Average debt of federal loan borrowers

4. Repayment

£32,955

Student Debt in Wisconsin

Borrowers (in -
thousands)
Balance (in Billions) $21.98

Per borrower balance $30,501

TAKEAWAY:

W1/’s total federal debt is below US average.

This includes non-completers, undergraduates,
and graduates, so data needs to be disaggregated
but rarely is (NPSAS:18-AC will help).

Source: U.S. Dept of Education https://studentaid.gov/data-center/student/portfolio 20
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https://studentaid.gov/data-center/student/portfolio

Wisconsin Student Debt Facts

Distribution of federal loan debt

< S5k

4. Repayment

20% 10% 0% 10% 20%



https://studentaid.gov/data-center/student/portfolio

Wisconsin Student Debt Facts

Distribution of federal loan debt

< S5k

$5 - 10k

4. Repayment

$10- 20k

20% 10% 0% 10% 20%



https://studentaid.gov/data-center/student/portfolio

Wisconsin Student Debt Facts

Distribution of federal loan debt

< $5k
S5 -10k
4. Repayment
$10- 20k
$20 - 40k
TAKEAWAY: _
540 - 60k
Averages are sensitive to skewed
data, so use medians.
Most borrowers carry “small” debts, 26080k
few carry “large” and they skew the
distribution. $80 - 100k
$100 - 200k
$200k +

20% 10% 0% 10% 20%



https://studentaid.gov/data-center/student/portfolio

Wisconsin Student Debt Facts

Median student loan debt

18K

16K

4. Repayment

Median student loan debt ($): $17,323.00
Region: Wisconsin

Quarter: 2018 Q2

Borrower Category: All borrowers

12K
Filters

can debt ()

Debt Metric
Median student loan deb ($)

Borrower Category
Al Borrowers

Medlan student |

Region
[v] Appleton metro region
[¥] Eau claire metro region
[] Fond du Lac metra region
. [/] Green Bay metro rebion
TA K EAWAY. 6K [] Janesville-Beloit metro
[v] LaCrosse-Gnalaska metro region
[] Madisan metro region

Q [] Milwaukee-waukesha-west All..
Median federal and non-federal 0 ] formero

. : [v] Oshkosh-Neenah metro region
student debt in Wl is $17,323 4 s e
H . [/] sheboygan metra region

2K [V] wausau metro region

This varies by region from ] o
$14,546 to $19,490. o

8K

https://www.philadelphiafed.org/egfx/webstat/index 24



https://www.philadelphiafed.org/eqfx/webstat/index
https://sstar.wisc.edu/student-debt-dashboard

Wisconsin Student Debt Facts

90+ Day Delinquency Rate

0.18

0.16

0.12

4. Repayment

ts with delinquent student loans (%): 12.7%
Wisconsin

: 2018 Q2

orrower Category: All borrowers

DO PP

uent student loans (%)

Filters
Debt Metric
Median student loan debt (3)

Borrower Category
All Borrowers

Region
(] Appleton
[v] Eau diain ion
[¥] Fond du Lac metro region
bion

12.7% of WI borrowers are delinquent. ET——,

(] Milwaukee-Waukesha-West Alli

TAKEAWAY:

Statewide rate hides regional differences G o
as shown here (8.7% to 16.6%). ]

/] Wausau metro region
2006 )08 1 1 14 2016 2018 [v] wisconsin

Not shown are delinquency by: age;
credit score; and census tract income

https://www.philadelphiafed.org/egfx/webstat/index

25



https://www.philadelphiafed.org/eqfx/webstat/index
https://sstar.wisc.edu/student-debt-dashboard
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Wisconsin Student Debt Facts

4. Repayment

TAKEAWAY:

11.8% of the FY11 repayment cohort
defaulted within five years.

WTCS and for-profits account for about
70% of that total.

Not shown: WI median defaulted loan is
$9,109 and default rates are 25% in
communities of color compared to 9%
in white communities.

5-year default rate

20.0%

11.8%

5.7% 5.8%

Non-profit  UWS Total WTCS

https://www.americanprogress.org/issues/education-

postsecondary/news/2018/08/30/457296/can-see-colleges-long-term-default-rate/

23.3%

For-profit

26


https://www.americanprogress.org/issues/education-postsecondary/news/2018/08/30/457296/can-see-colleges-long-term-default-rate/
https://apps.urban.org/features/debt-interactive-map/?type=student&variable=perc_stud_debt_collect_STUD

Wisconsin Student Debt Facts

« Key indicators:

» 710,000 federal borrowers
Average debt: $30,901
Median debt: $17,323
Default rate: 11%

Median defaulted debt: $9,109
Delinquency rate: 12.7%

27



Policy Responses

Consumer
Protections

Current &
R |at Data &
En(\a/?rgr?n?(le’)r:t FUture Prgcetlice
Borrowers

Subsidies &

Finance

28



Policy Responses

Consumer

Protections

Student Loan Bill of Rights
Student Loan Ombudsman
Financial Wellness/Literacy

Consumer Information

29



Policy Responses

Data &

Practice

Administrative Services Agency
Ongoing Assessment
Technical Assistance Networks

Evaluate Promising Practices

30



Policy Responses

Tuition Policy

Innovation Fund/Appropriations
Refinance

Tax Credits

Loan Relief

Subsidies &

Finance

31



Policy Responses

State Authorization
Program Approval
Reporting/Oversight

Regulatory

Environment

32



Policy Responses

State Authorization

Program Approval

Reporting/Oversight
Regulatory
Environment
Tuition Policy
Innovation Fund/Appropriations
Refinance
Tax Credits

Loan Relief

Consumer

Protections

Current &
Future
Borrowers

Subsidies &

Finance

Student Loan Bill of Rights
Student Loan Ombudsman
Financial Wellness/Literacy

Consumer Information

Data &
Practice

Administrative Services Agency
Ongoing Assessment
Technical Assistance Networks

Evaluate Promising Practices

33




Conclusion

Goal: Help task force pinpoint student debt problems

Data infrastructure is needed to identify — and ultimately improve — loan
outcomes in Wisconsin

Data should disaggregate by geography, race, and degree completion

34



Conclusion

Goal: Help task force pinpoint student debt problems

Measuring the impacts of debt is difficult, be skeptical of causal claims

Low-debt borrowers (non-completers) face different challenges than high-
debt borrowers (completers)

35




Conclusion

Goal: Help task force pinpoint student debt problems

Colleges and regions have different loan outcomes that warrant attention
“Better information” is a necessary but insufficient solution to any of this

Solutions should be simple, personalized, and easy for borrowers to navigate

36
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Thank you

Nick Hillman
nwhillman@wisc.edu

SSTAR Lab
WwWw.sstar.wisc.edu
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